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LUTHER C . SPEIGHT & C OMPANY 

INDEPENDENT A UDITO RS' REPO RT 

To the Board of D irectors of 
N OLA Econom ic D evelopm ent Corporation 

A Corporation of Certified Public Accountants 
and Management Consultants 

W e were engaged to audit the accom panying statem ent of financial position of N OLA 

Economic Development Corporation (NOLA) (a nonprofit organization) as of December 31, 
2001, and the related statem ent of activities and cash flows for the year then ended. These 
financial statelnents are the responsibility of N OLA's m anagem ent. 

Tile determ ination of the am ount of N OLA 's rent revenue is substantially dependent upon the 
gross revenue and adm issions revenue of Jazzland Them e Park, as described in N ote 4 of this 
report. Since, Jazzland, Inc. did not m ake available the underlying supporting docum entation 
associated w ith their gross revenue and adm ission revenue, w e w ere unable to form an opinion 
on rent revenue recognized by N OLA and any resultant rent receivable or deferred revenue. 

Legal agreem ents between N OLA and Jazzland, Inc., contain stipulations that provide for the 
recision of the prior Jazzland, Inc., donation of land to N OLA , in the event of lease 
term ination. W e w ere unable to determ ine if the status of the lease is adversely affected as a 
result of the uncertainties referenced in Note 7 and if any corresponding affects to the land 
donation, recorded at $2.1 million existed. 

Because we w ere unable to sati
.
sfy ourselves concerning the am ount of rent revenues, and the 

resulting rent receivable as well as the disposition of the prior land donation referred to in the 
preceding paragraphs and the m ateriality of these am ounts to the financial stalem ents, the 
scope of our w ork w as not sufficient to enable us to express, and w e do not express, an opinion 
on the financial statem ents referred to in the first paragraph. 

A s discussed in N ote 7 to file financial statem ents, Jazzland, Inc., has filed a petition for 
bankruptcy protection. Accordingly, substantial doubt exists related to the collection of the 
rent receivable from JazzIand, Inc., as well as the probability of future rent paym ents to 
N OLA . A s a result of these uncertainties, there is substantial doubt related to N OLA 's ability 

to continue as a going concern. The financial statements do not include any adjustments that 
m ighl result from the outcom e of this uncertainty. 

February 28, 2002 

New Orleans Office: 10001LakeForestBIvd.,Sulte404 NewOdeans, LA70127phone(S04) 244-9400 fax(S04) 244.8240 
Atlanta Office: 400 Colony Square, Suite 2004 Atlanta, GA 30361 phone (404) 870-9045 fax (404) 870-9005 



NO LA Econom ic Developm ent Corporation 
Statem ent of Financial Position 
As of Decem ber 31. 2001 

Assets 

Cash 
Rents Receivable 
Allowance For Doubtful Accounts 
Com puter Equipment-Net 
Prepaid Insurance Expense 
Restricted Donated Property 

TOTAL ASSETS 

Liabilities 

Accrued Expense 
Payroll Tax Liability 

TO TAL LIABILITIES 

NET ASSETS 

Decrease In Unrestricted Net Assets, Current Year 
Unrestricted Net Assets, Prier Year 
Perm anently Restricted Net Assets 

TOTAL NET ASSETS 

TOTAL LIABILITIES AND NET ASSETS 

$ 234,777 
186,030 

(186,030) 
2,197 
917 

2.100.000 

$ 2,337,891 

14,560 
2.714 

17,274 

(222,661) 
443,278 

2.100.000 

2.320.617 

$ 2,337,891 

The accom panying notes are an integral part of the financial statem ents 
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NOLA Econom ic Developm ent Corporation 
Statement of Activities 
For The Year Ended December 31, 2001 

Unrestricted Net Assets 
Rent Revenue 
Donations 
Event Ticket Sales 
Interest Income 
Other Income 

ncrease In Unrestricted Net Assets 

Expenses 

Program Expen~.e 
Salaries 
Payroll Tax Expense 
Pension Plan 
Insurance 
N.O. East Promotion 
Advertising 
Total Program Expenses 

Supporting Services 
Salaries 
Payroll Tax Expense 
Accounting and Auditing Fees 
Automobile Allowance 
Legal Fees 
Pension Plan 
Office Supplies 
Telephone 
Bank Serviae Charges 
Board Meeting Expense 
Consulting Services 
Courier/Delivery 
Equipment 
parking 
Postage 
Printing 
Depreciation Expense 
Contract Labor 
Miscellaneous 

Total Supporting Serv ices Expenses 

Total Operating Expenses 

Total Non-Operating Expenses 

Provision for Doubtful Accounts 

Total Expenses 

288,324 
7,226 
7,320 
4,291 
112 

307,273 

$ 87,375 
6,765 
13,050 
8,265 
95,713 

776 
211,966 

9,708 
3,636 
50,156 
t0,500 
31,823 
1,510 
3,056 
1,354 
121 
757 

1,000 
1.177 
769 

2,589 
486 

6,826 
549 

1,540 
4.381 

t31,938 

343,904 

~8~,030 

529,934 

Decrease In Unrestricted Net Assets $ (222,66~  

Net Assets At The Beginning Of The Year 2,543,278 

Net Assets At The End Of The Year $ 2,320,617 

The accompanying notes are an ntegral part Of the financial statements 
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NOLA Econom ic Developm ent Corporation 
Statem ent of Cash Flows 
For The Year Ended Decem ber 31, 2001 

Cash Flows from Operating Activities 

Change in Net Assets 

Change in Operating Assets and Liabilities 

Depreciation 
Provision for Doubtful Accounts 
Rent Receivable 
Prepaid Insurance 
Accounts Payable 
Payroll Liabilities 
Accrued Expenses 

Net Increase in Cash From Operating Activities 

Net Decrease In Cash And Cash Equivalents 

Cash And Cash Equivalents, Beginning of Year 

Cash And Cash Equivalents, End of Year 

$ (222,661) 

549 
186,030 

(84,780) 
(917) 

(1,675) 
2,100 
14.560 

(106,794) 

(106,794) 

341,571 

234.777 

The accom panying notes are an integral part of the financial statem ents 
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NO LA ECO N O M IC DEVELO PM ENT CORPO R ATIO N 

NO TES TO TH E FINAN CIAL STATEM ENTS 
FO R TH E YEAR EN DED DECEM BER 31, 2001 

1. SUM M ARY O F SIG N IFICANT ACCO UNTIN G PRINCIPLES 

General - NOLA Economic Development Corporation (NOLA) is a nonprofit corporation 
which is dom iciled in N ew Orleans, Louisiana. The organization was incorporated in July of 

1998. The goals and objectives of NOLA are to alleviate conditions of unemployment, 
undermnploym en( and other form s of econom ic distress affecting the Econom ic Developm ent 
Area (designated as the "City of New Orleans"). This organization plans to achieve its goals 
and objectives by promoting and supporting activities that directly or jointly with ofllers, 
increases the employability and aggregate incom e of the residents in the area. N OLA w ill 

attempl 1o increase employment and greater job diversity by attracting and retaining job 
producing establishm ents througb engaging in cooperative endeavors w ith the Stale of 
Louisiana and the City of N ew Orleans. Additionally, they w ill sponsor and provide support 
mad assistance for education and training program s and intern ships for youth as w ell as adults. 
N OLA w as developed to actively prom ote fl~e Econom ic Developm ent Area as an area for the 
establishm ent of new businesses or the relocation of existing businesses. They are also 
involved in prom oting and soliefling federal, state, local, and private funds for econom ic 
developm ent purposes in the City of N ew Orleans. 

BtLw's of Accounting - The financial slaternents of NOLA are prepared on the accrual basis of 
accounting. A ccordingly, revenue is recorded when earned and expenses are recorded when 
incurred. 

Incom e Taxes - The N OLA Econom ic D evelopm ent Corporation was granted Federal incom e 

tax exempt stalus under Section 501 (a) of the Internal Revenue Code during lhe year 2000. 

2. C A SH 

Cash is com prised of cash on hand and in bank. 

3. D ON ATED PR O PERTY 

On July 10, J998, Jazzland, Inc. transferred/donated property to the N OLA Econom ic 
D evelopm ent Corporation. The property is described in legal docum ents as two parcels of 
land both located in the Third D istrict of the City of N ew Orleans and the future site of 



Jazzland Them e Park. The fair value of the property was determ ined to be $2,100,000 by an 
appraiser in April 1998. The property was transferred to N OLA w ith two item s of 
consideration. They are as follow s: 

The execution of a Cooperative Endeavor Agreelnent between Jazzland, lnc. and N OLA in 
M ilch NOLA agrees to make available to Jazzland, Inc. a $10,000,000 capital outlay grant 
issued fi'om the State of Louisiana through the City of New Orleans. 

~ The execution of a Lease A greem ent by and between N OLA and Jazzland, Inc. for the 
sam e property. 

There is a current lease agreem ent between N OLA and Jazzland, Inc. as w ell as a cooperative 
endeavor agreem ent which w ere both m ade and entered into on July 10, 1998. The lease 
agreem ent and the cooperative endeavor agreem ents are furfller described in N ote 4 and N ote 5 
of this report. 

This transfer/donation of property w as m ade w ith file right and privilege of Jazzland, lne. to 
rescind and resolve it autom atically, w ithout any consideration to N OLA , upon the oecurrencc 
of any of the following: 

~ Receipt by Jazzland, Inc. of written notice from the City of N ew Orleans of its intent to 
term inate N OLA 's status as an econom ic developm ent corporation 

~ Term ination of N OLA 's status an ecortom ic developm ent corporation organized under the 
law s of the State of Louisiana by operation of law or otherwise 

~ NOLA is dissolved as a corporate entity voluntarily, by operation of law or otherwise 

~ The Lease A greem ent between N OLA and Jazzland is terlninaled for may reason 

~ Any attem pt m ade by N OLA to convey, donate, lease encum ber or otherwise transfer any 
interest in the property to a third party w ithout written consent of Jazzland, Inc. 

4. REN T R EVENUE 

NOLA (Landlord) entered into a lease agreement with Jazzland, Inc. (Tenant) on July 10, 1998 
to lease the land known as the future Jazzland Them e Park site, including any and all 
buildings, structures, rides and other improvem ents to be constructed or installed. This land 
was initially transferred to N OLA from Jazzland, Inc. as detailed in N ote 3 of fills report. The 
lease term is for a period of ninety-nine years com m encing on the date of file agreelnent. If, 
for any reason, the lease is tel'm inated, then the initial transfer of the property shall 
autom atically revert back to Jazzland, lnc fiom N OLA . 



The lease term s further require several form s of rent paym ents. They are as follow s 

Base Rent - This am ount represents the tenant's liability for annual rent of the leased 
prem ises fiom file earlier of 30 m onths follow ing the com m encem ent date of this 
agreem ent or the date the tenant form ally opens the prem ises to the public for its' intended 
use (Rent Commencement Date). According to this agreement, base rent is $250,000 
annually. 

lnlerim Reut - This am ount represents an annual fee due to N OLA fi'om the 
com m encem ent date of this agreelnent to the official rent com m encem ent date, as 
previously described. Interim rent is $25,000 annually and is due in equal quarterly 
installm ents. 

Additional Rent - Additional rent is an annual fee equal to the greater of 1.73% of Gross 
Revenue or 3%  of annual revenue derived fi'om sales of adm issions tickets, passes or other 
m eans of providing entry to the leased prem ises. This revenue com m ences on the Rent 
Colnm eneem ent Date. 

Gross Revenue Fee - The gross revenue fee is 1%  of annual gross revenue derived by the 
tenant on account of any services rendered or provided, or goods or m erchandise sold or 
provided ill or from the leased prem ises. This am ount is payable to N OLA on an annual 
basis. 

Besides the fees m entioned above, there are also late fee assessm ents m ade on all am ounts not 
paid w ithin 10 days of the due date. The late fee is 10%  of each installm ent that was due. 
There is also a 1.5%  interest cbarge on rent that is delinquent 30 days or m ore. 

5. CO O PERATIVE ENDEAVOR AG R EEM ENT 

N OLA Econom ic D evelopm ent Corporation, Jazzland, Inc., and the City of N ew Orleans 
entered into a cooperative endeavor agreem ent on July 10, 1998. This agreem ent fm'thers the 
efforts of N OLA to alleviate extrem e conditions of unemploym ent and undcremploym enl in 
the City of N ew Orleans. Under the term s of this agreem ent, N OLA w ill participate in the 

development of the Jazzland Theme Park project while Jazzland, Inc. will maintain sole 
responsibility for the development and operation of the project. NOLA will assist with the 
actual construction of the project via proceeds from a $10 million State Grant made to the City 
of N ew Orleans, which w ill be provided to N OLA and passed through to Jazzland, lne. 



6. REN TS RECEIVABLE 

This account represents outstanding rent due to N OLA according to the lease agreem ent 
between the Corporation and Jazzland, lnc. as described in N ote 4 of this report. N OLA has 
provided an allow ance for doubtful accounts relative to this receivable due to the uncertainties 
concerning collection of this mnount as described in N ote 7 of this report. 

7. SUBSEQUENT EVENTS 

D uring February 2002, the ow ners of Jazzland, Inc. filed a petition for bankruptcy in federal 
court. M aterial am ounts are owed to N OLA by Jazzland, Inc. related to unpaid rents for thc 
year ended D ecember 2001. Substantial doubt exists regarding collection of these am ounts by 
N OLA , as w ell as the probability of future rent collections. A s a result of these uncertainties, 
substantial doubt exists regarding the ability of N OLA to continue as a going concern. 

G R AN T AW ARD S 

In N ovelnber 2001, N OLA adopted a board resolution to approve grant aw ards totaling 
$223,000 to various local non-profit organizations. These awards nm st be presented to and 
approved by the N ew Orleans City Council prior to distributing fim ds to the non-profits. 
N OLA has tem porarily suspended the presentation of these awards for City Council approval 
due to the reduction in collections experienced this fiscal year from Jazzland, lnc. 

9. EV ENT TICK ET SALES 

Tickets to a luucbeon held during the N ew Orleans East W eek celebration, which w as hosted 
by N OLA w ere sold and resulted in the 87,320 revenue am ount as recorded in the financial 
statem ents. 

10. A CCRUED EX PEN SE 

N OLA set up a SEP-IRA or Sim plified Employee Pension IRA , which is a tax-deferred 
retirem ent plan. Contributions are m ade by tbe em ployer, up to 15%  of each em ployee's total 
com pensation. An am ount has been accrued on behalf of N OLA 's two em ployees, how ever, 
funding at this tim e is uncertain. 



LUTHER C . SPEIGHT & C OMPANY 
A Corporation of Certified Public Accountants 

and Management Consultants 

REPO R T O N CO M PLIAN CE AND O N INTERNAL CO N TR O L 
O VER FINAN CIAL REPO RTING BA SED O N AN AUDIT O F FINAN CIAL 
STATEM ENTS PERFORM ED IN A CCO R DAN CE W ITH G O V ERN M ENT 
AUDITING STANDARD S 

To: The Board of D irectors of 
N OLA -Econom ic D evelopm ent Corporation 

W e w ere engaged to audit the financial statem ents of the N OLA as of D ecem ber 31,2001, and 
for the year then ended, and have issued our report thereon dated February 28, 2002. W e did 
not express an opinion on the financial statem ents because we w ere unable to satisfy ourselves 
concerning the am ount of rent revenues. 

Com/~iance 

A s part of obtaining reasonable assurance about whether N OLA 's financial statem ents are free 
of m aterial m isstatem ent, we perform ed tests of N OLA 's com pliance w ith certain provisions 
of laws, regulations, contracts, and grants, noncom pliance w ith w hich could have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. H ow ever, providing an 
opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, w e do not express such an opinion. The results of our tests disclosed instances of 
noncom pliance that are required to be reported under Government Auditing Standards and 
which are described in the accom panying schedule of findings as item 01-1, and 01-3. 

nternal Control Over Financial Reoortin 

In plmm ing and perfornfing our audit, we: considered NOLA 's internal control over financial 
reporting in order to determ ine our auditing procedures for the purpose of expressing our 
opinion on the financial statem ents and not to provide assurance on the internal control over 
financial reporting. However, we noted certain m atters involving the intern al control over 
financial reporting and its operation that w e consider to be reportable conditions. Reportable 
conditions involve matters coming to our attention relating to significant deficiencies in the 
design or operation of the internal control over financial reporting that, in our judgment, could 
adversely affect N OLA 's ability to record, process, sum m arize, and report financial data 
consis~en~ with the assertions of m anagement in the financial statem ents. Reportable 
conditions are described in the accolnpanying schedule of findings as item 01-1, 01-2, and 
01-3. 

New Orleans Office: 10001 Lake Forest Blvd.,Suite 404 New Orleans, l-& 70127 phone (504) 244-9400 fax (504) 244-8240 
Atlanta Office: 400 Colon)' Square, Suite 2004 Atlanta, GA 30361 phone (404) 870-9045 fax (404) 870-9005 



A m aterial weakness is a condition in which lhe design or operation of one or m ore of lhe 
internal conlrol com ponents does not reduce to a relatively low level tim risk lhal 
m isstatem ents in am ounts that w ould be m aterial in relation to the financial statem ents being 
audited m ay occur and nol be detected w ilhin a tim ely period by em ployees in the norm al 
course of perform ing 1.heir assigned fuJ~ctions. Our consideration of ~he inlernal conlrol over 
financial reporting would not necessarily disclose all m atters in lhe internal control that m ighl 
be reportable condilions and, accordingly, would not necessarily disclose all reportable 
conditions thal are also considered "to be m aterial w eakm esses. How ever, w e consider lhe 
reportable condilions described above, 01-3 to be a m alerial weakness. 

This report is intended for the inform alion of the Board of D irectors, m anagem ent, and lhe 
Cily of N ew Orleans. However, this report is a m atter of public record and iIs distribution is 
not lim iled. 

February 28, 2002 



N O LA ECO N O M IC DEVELO PM ENT CO RPO R ATIO N 
SCH EDULE O F FINDING S 

FO R TItE Y EAR ENDED DECEM BER 31,2001 

FINDIN G 01-1 CO N TRACT NO T O N FILE 

CO ND ITIO N : During our review of significant expenditure item s, we noted that N OLA 
made payments totaling $95,713 to a contracted service provider. These paym ents included 
fees for flae contractor's service as well as payments to be m ade by the contractor on behalf of 
N OLA to vendors whose services and supplies were utilized throughout the Celebrate New 
Orleans East w eek. This contractor was responsible for the w eek of activities associated w ith 
this event, which was budgeted at approxim ately $89,502. The event was set up, m anaged, 
and advertised by the contractor. 

A llhough, various invoices were on file to support paym ents m ade by N OLA to the contraclor 
there w as not a signed contract on file. 

EFFECT: W e were unable to determ ine the obligations m ade to N OLA by the contractor 
and whether or not the contractor m et its obligations. 

CA USE: A signed agreem ent w as not m aintained on file relative to this contractor and 
N OLA . 

RECO M M EN DATIO N : W e recom m end that N OLA im plem cnt an internal control policy, 
which requires a written agreem ent relative to significant contract expenditures. Those 
contracts should then be lnainlained on file. 



FIN DING 01-2 SUPPO RTING SERVICES CO STS 

CONDITION: NOLA-EDC expended $131,938 in support services expenditures as 
com pared to $211,966 in program service costs for the year ended December 31, 2001. These 
am ounts represent 38%  in support services and 62%  program service costs respectively. The 
relative perceutage of support services costs appear high considering the established m ission of 
N O LA , M ~ich is subslantially econom ic developm ent and em ploym ent related. 

EFFECT: Achievem ent of the N OLA 's m ission is adversely im pacted to the exlenl supporl 
services expendilures are not m inim ized. 

CA U SE: D isbursem enl of econom ic developm ent grants w ere delayed due lo flmding 
concerns related to Jazzland, Inc., thal resulted in disproportionate percentage of SUl)port 
services. 

R ECO M M ENDATIO N : W e recom m end that lnanagem cnt increase its efforts to control llae 
relative level of support services to total program costs. 



FINDIN G 01- 3 CItECK SIG NATURES 

CO N DITIO N : N OLA-ED C's Board of Directors on M arch 2, 2001, adopted a resolution 
which stipulated lhat the Executive Director be the sole signatory on all checks for and on 
behalf of lhe Corporation of $5,000 or less, and thai file signalure of an officer of lhe 
Corporalion be required for checks in excess of $5,000. 

During our review of transactions w e noted lhat several checks w ere written on the sam e dale 
lo the same conlractor for amounts under $5,000 individually, however, collectively they 
lotaled in excess of $5,000. 

EFFECT: There w as a breach in internal control procedures relative 'to check signagc as a 
result of these transactions. 

CAUSE: Checks writlen in excess of $5,000 require dual signature of the Executive Direclor 
and a Board m em ber. 

RECO M M ENDATIO N : W e recom m end that checks be written as required and not splil lo 
avoid the $5,000 lim it set by the Board of Direclors. 
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Dr. Dan iel G. Kyle 
Legislative Auditor 
State of Louisiana 
1600 North Tl',.ird Sn~eet 
P.O. Box 94397 
Baton Rouge, I~A 70804-9397 

Dear Dr. Kyle 

February 28, 2002 

.1~ refer~ ce to the findings reporied in NOLAEDC's De~ember 31, 2001 andit submitted ~creJn 
by Luther C. Speight and Compemy, please find my organization s' responses below ; 

F/N DING 0I-iI CONTRACT NOT ON FILE 

Although we did not m aintain a contract on file related to these expendi tures, we were given 
authority by our Boea'd to incur expenses from  this contractor related to our "New Orle~-~s East 
W eek" plmmed en d budgeted by NOLA. M inutes to our Board m eeting of M arch 2, 2001 
relative to the expenses associated with theNew Orleans East W eek ~:tates "A budget for this 
event was presented by the Corporation and unan imously approved, ~a~d the Executive Director 
was authorized to take all actions nee, essary to the Corporation's participation in this ev ent." 

FINDING 01-2 SUP:POR'ITNG SERVICES COSTS 

Our fisca/year ended December 31, 2001 repre.~ezits our s~ ond hill yeaz of operations at 
NOLAEDC, As such, we have spen t the first year organ iziJ3g arm planning our efforts as a~ 
ecoI~omlc developm ent corporation in the City of New Otlelms. In our second full year, the 
current audit period, we focused our  efforts on special even ts in the New Orleans East 
~ommtmity an d on identifying and budgeting for gran t awards to various non-profit organizations 
throughout the City. Unfortunately, in light of recent events associated with Jaz~land, 2nv. and 
due to their nonpayment of revenues associated with the audit period, our plans for grtmt affards 
and oth er progr~ar~ services have been stalled. W e expect that oux program costs will increase 
substantially din-ins this current year of operation~. 

1515 kOoy0~ B S~~,~, Suite 1Z00 
New Or}e~a~s, LA 7011;2 

Phone: 50~i.$65,~}37, Pax: 50xI.Sr$.V77S 



Dr. Daniel O. Kyle 
February 28, 2002 
Page 2 

FINDING 01-3 CHECK SIGNATURES 

W e are revisiting our check signature policies to address the fact that the current lim its placed on 
check signage can in certain h'l~tanees, ~;ignifiea~ltly stall our abilily to timely transact business on 
NOLA~s behalf. 

If you have may questions or require additiorml information please contact me 

Sir~erely, 

Director 


